: STATE OF HAWAII
DEPARTMENT OF LAND AND NATURAL RESOURCES
Land Division
Honolulu, Hawaii 96813

February 23, 2007

Board of Land and Natural Resources PSF: 050D-245
State of Hawaii
Honolulu, Hawaii OAHU

Issuance of a Direct Lease to the University of Hawaii, College of Tropical
Agriculture and Human Resources, Fee Simple Conveyance of State Land to the
Department of Hawaiian Home Lands and Amend Prior Board Action of September
25, 1998 (Agenda Item D-17), and May 9, 1997 (Agenda Item D-26), Koolaupoko,
Waimanalo, Oahu, Tax Map Key: (1) 4-1-08: 5,79 and 80, and (1) 4-1-26: 4

APPLICANTS:

University of Hawaii, College of Tropical Agriculture and Human Resources, by its Board of Regents
(UH) and the Department of Hawaiian Home Lands, by its Hawaiian Homes Commission (DHHL).

LEGAL REFERENCE:

Section 171-95, Hawaii Revised Statutes, as amended.

LOCATION:

Portion of Government (Crown).Lands of Waimanalo situated at Koolaupoko, Waimanalo, Oahu,
identified by Tax Map Keys: (1) 4-1-08: 5, 79 and 80 and (1) 4-1-26: 4, as shown on the attached
map labeled Exhibit A.

AREA:

Former Meadow Gold Dairies, inc. (MGD) site (1) 4-1-08: 5 and 80, and (1) 4-1-26: 4; area of 335
acres, more or less (283 acres - lease to UH and 52 acres - conveyance to DHHL).

General Lease No. S-5376 (GL No. S-5376) (1) 4-1-08: 79;area of 52 acres, more or less
(conveyance to DHHL).

Remnant (1) 4-1-08: adjacent to 79; area of 0.226 acres, more or less (conveyance to DHHL).
ZONING:

State Land Use District: Agricultural
City and County of Honolulu CZO:  AG-1, restricted agricultural and AG-2, general agricultural

TRUST LAND STATUS:

Section 5(b) lands of the Hawaii Admission Act.
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DHHL 30% entitlement lands pursuant to the Hawaii State Constitution: NO

CURRENT USE STATUS:

The former MGD site containing 335 acres, more or less, is vacant and unencumbered.

GL No. S-5376 to Ronald and Shirley Wong c/o Dominic and Shawn Kadooka encumbers 52 acres,
more or less, for a term of 35 years, expiring on November 30, 2029. Last rental reopening
occurred on December 1, 2004, the next rental reopening is scheduled for December 1, 2014. The
leased area is used for cultivating corn (see remarks).

The Remnant containing 0.226 acres was inadvertently utilized by DHHL (see remarks) to provide
roadway access to its adjacent subdivision.

CHARACTER OF USE:

UH Portion: Agricultural/Bioremediation research and other related University of Hawaii,
College of Tropical Agricultural and Human Resources purposes.

DHHL Portion: Fee simple conveyance.

LEASE TERM (UH):

65 years

LEASE COMMENCEMENT DATE (UH):

The firs_t day of the month to be determined by the Chairperson.

ANNUAL RENT (UH):

$1.00 for the entire term.

METHOD OF PAYMENT (UH):

One time payment in advance.

RENTAL REOPENIN§§ (UH):
None

PERFORMANCE BOND (UH):

Waive

ENCUMBRANCES:

A ten foot wide easement for the Maunawili Ditch encumbers TMK: (1) 4-1-08: Portions 5 and 80.

Future encumbrances include a Board of Water Supply (BWS) proposed well and reservoir over
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TMK: (1) 4-1-08: 5 and water pipeline and access over TMK: (1) 4-1-08: 5, 79 and 80 and (1) 4-1-
26: 4, which are currently covered under a right-of-entry issued to BWS.

CHAPTER 343 - ENVIRONMENTAL ASSESSMENT:

UH portion — UH has begun the process of selecting a consultant to prepare an environmental
assessment covering its proposed use for the 283-acre portion of the former MGD site.

DHHL portion — This request before the Board to transfer the ownership of State land is an
administrative action and does not constitute a use of State land or funds, and therefore, is exempt
from the provisions of Chapter 343, Hawaii Revised Statutes, as amended. Inasmuch as the
Chapter 343 environmental requirements apply to the Applicant's use of the land, the Applicant shall
be responsible for compliance with Chapter 343, Hawaii Revised Statutes, as amended.

DCCA VERIFICATION:

Not applicable as government agencies are not required to register with DCCA.

APPLICANTS REQUIREMENTS:

Applicants shall be required to:

1) Process and obtain subdivision at Applicants' own cost.

2) Provide survey maps and descriptions according to State DAGS standards at Applicants'
.own cost.

REMARKS:

For nearly forty years the subject Waimanalo site was used for dairy purposes. Beginning in 1967,
General Lease No. S-4101 covering 196 acres (TMK: (1) 4-1-08: 80 and (1) 4-1-26: 4) was issued to
L.W. Campos Ranch, Ltd., for dairy purposes.

Then, by way of assignment in 1969, Foremost Dairies Hawaii, Ltd. (Foremost) acquired the leased
premises. Also, revocable permits covering 139 acres (TMK: (1) 4-1-08: 5) for pasture purposes
were issued to Foremost to support its expansion of the dairy operation.

On September 4, 1997, the Southern Food Group, L.P. (Southern) dba Meadow Gold Dairies, Inc.,
by assignment, acquired the premises demised under General Lease No. S-4101 and the pasture
permit areas. On July 31, 2002, Southern, in downsizing the dairy operation, canceled its pasture
permits. Subsequently, Southern decided to discontinue its Waimanalo dairy operation and on
August 12, 2005, General Lease No. $S-4101 was canceled.

The 283-acre portion (TMK: (1) 4-1-08: Portions 5 and 80 and (1) 4-1-26: 4) of the former MGD site
being requested by UH is located adjacent to its 127-acre Waimanalo Agricultural Experimental
Station set aside to UH by Governor's Executive Order No. 3786.

A direct lease of the 283 acres to UH is permissible under Section 171-95 (a)(2), Hawaii Revised
Statutes, as amended, which states, "(a) Notwithstanding any limitations to the contrary, the board
of land and natural resources may, without public auction: (2)Lease to the governments,
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agencies, public utilities and renewable energy producers public lands for terms up to, but not in
excess of sixty-five years at such rental and on such other terms and conditions as the board may
determine ... ."

The 52-acre portion (TMK: (1) 4-1-08: Portion 80) of the former MGD site being requested by DHHL
will help satisfy the high volume of demand by its native Hawaiian beneficiaries for residential
homesteads in the Waimanalo area. Over 10% (840+) of its Oahu applicants are waiting for
homesteads in Waimanalo, more than for any other area in the State.

Also, DHHL is requesting the fee simple title to the remaining 18 acres under the operation of GL
No. S-5376 (TMK: (1) 4-1-08: 79) in addition to the 34 acres under its operation that the Board
approved for conveyance to DHHL at its September 25, 1998 meeting, under agenda item D-17.
Accordingly, amending the Board's prior action of September 25, 1998, to convey all 52 acres under
the operation of GL No. S-5376 to DHHL would be in order. This conveyance, if approved by the
Board, would be made subject to the remaining term and the conditions contained in GL No. S-
5376.

DHHL estimates that it could economically develop between 150 and 200 residential lots on the 52
acres encumbered by GL No. S-5376 because it is the only area there with an existing drainage
channel, and therefore, would not require major drainage improvements. The Board's approval to
convey the 52-acre portion of the former MGD site to DHHL would allow DHHL to relocate the
lessee's farming operation under GL No. S-5376 to the former MGD site. The lessee is receptive to
such relocation because more of the 52-acre former MGD site can be cultivated compared to the 52
acres covered by GL No. S-5376

The conveyance of the 0.226-acre Remnant to DHHL is more of a housekeeping matter that
involves the withdrawal of 0.226 acres from the operation of GL No. S-5376 and the subsequent
conveyance of the withdrawn area to DHHL. These actions became necessary when DHHL
inadvertently used a 0.226-acre portion of GL No. S-5376 as a roadway access for its adjacent
homestead subdivision during the subdivision's construction in March 1997.

The Board approved the withdrawal of the 0.226 acres from GL No. S-5376 and its conveyance to
DHHL at its May 9, 1997, meeting, under agenda item D-26. The Board's approval was subject to
consideration for the 0.226 acres of its fair market value, to be used against whatever outstanding
obligations the Department of Land and Natural Resources has with DHHL, as determined by legal
settlement. The withdrawal of the area from GL No. S-5376 was completed, however, the
conveyance of the withdrawn area to DHHL was not.

All the conveyances 0 DHHL subject to this request would be applied, on an acre for acre basis,
toward reducing the remaining balance of land the State owes DHHL, pursuant to a settlement
agreement involving the conveyance of 16,518 acres of State land to DHHL. Accordingly, amending
the Board's prior action of May 9, 1997, by deleting "Fair Market Value" fromthe description under
Consideration would be in order.

Comments were solicited from the State Departments of Health, Hawaiian Home Lands, Agriculture,
Land and Natural Resources, Divisions of Forestry and Wildlife, and Historic Preservation, the Office
of Conservation and Coastal Lands, the Office of Hawaiian Affairs and the City and County of
Honolulu Departments of Planning and Permitting, Facilities Maintenance and the Board of Water
Supply. The following comments were received:
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Office of Hawaiian Affairs: "OHA is supportive of the use of these lands by DHHL for housing..."

Historic Preservation: "According to available documents maintained at the State Historic
Preservation Division (SHPD), an archaeological inventory survey, which identified historically
significant sites including a portion of the Waimanalo Ditch System (SIHP NO. 50-80-15-4042), has
been conducted on a portion of the subject property (Drolet and Sinoto, 1999, Archaeological
Inventory Survey DWS Well lll, SHPD Rpt. No. O-1856). However, the inventory survey focused on
the specific area of potential effect (APE) associated with the proposed undertaking at the time, and
was not a survey of the entire subject property. In addition, available records indicate that SIHP No.
50-80-15-1031, a traditional Hawaiian heiau (e.g. Pueo Heiau), is located on the subject property.

Therefore, in order to determine whether additional historically significant sites are present on the
subject property, and the effect of the proposed undertaking on known historic sites, we believe that
an archaeological inventory survey is warranted. The SHPD website contains a listing of local firms
(http.//www.hawaii,gov/dint/hpd/archcon.htm). We recommend archaeological consultants to
contact us, or, alternatively, to prepare a basic inventory survey plan (which can be forwarded to us
for review) before starting the work, in order to ensure that the study meets the requirements of HAR
Chapter 13-276." :

CCH, Department of Planning and Permitting: "We acknowledge the right of the Department of
Hawaiian Home Lands (DHHL) to override county land use controls, which place the site mostly in
the AG-1 Restricted Agricultural District and also partly in the AG-2 General Agricultural District.
However, the subject site appears to be outside of the Rural Community Boundary, which acts to
define and contain established communities in rural areas and to protect existing agricultural areas,
and in an agricultural area, where the primary use is agriculture or uses directly supportive of
agriculture, according to the Koolaupoko Sustainable Community Plan. Thus, we encourage DHHL
to consider using the site to provide agricultural homesteads for those DHHL beneficiaries who are
interested in such opportunities."

CCH, Department of Facilities Maintenance: "We have no objections."

Board of Water Supply: "We have no objections," provided the dispositions are "subject to BWS
proposed Well and Reservoir over 4-1-08: 5 and water pipeline and access over 4-1-08: 5, 79 and
80 and 4-1-26: 4."

RECOMMENDATION: That the Board:

1. Subject to the Applicant fulfilling all of the Applicant requirements listed above, authorize the
issuance of a direct lease to the University of Hawaii, College of Tropical Agriculture and
Human Resources covering the subject 283 acres, more or less, under the terms and
conditions cited above, which are by this reference incorporated herein and subject further to
the following:

a. The standard terms and conditions of the most current general lease document form,
as may be amended from time to time.

b. Review and approval by the Department of the Attorney General.

c. Compliance with Chapter 343 prior to use of the site by the University.
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d. Such other terms and conditions as may be prescribed by the Chairperson to best
serve the interests of the State.

2. Subject to the Applicant fulfilling all of the Applicant requirements listed above, authorize the
fee simple conveyance of the subject 104 acres, more or less, to DHHL, subject to the
following:

a. The standard terms and conditions of the most current land patent grant document
form, as may be amended from time to time.

b. The land shall be conveyed as is.

C. Authorize the application of the subject 104 acres of State-owned land upon its
conveyance to DHHL as an acre for acre reduction of the remaining acreage to be
conveyed to DHHL in partial satisfaction of the Settlement Agreement between the
State and DHHL.

d. Review and approval by the Department of the Attorney General.

e. Such other terms and conditions as may be prescribed by the Chairperson to best
serve the interests of the State.

3. Amend the Board's prior action of September 25, 1998, under agenda item D-17, to convey

all 52 acres, more or less, under the operation of GL No. S-5376 to DHHL.

4. Amend the Board's prior action of May 9, 1997, under agenda item D-26, by deleting "Fair
Market Value" from the description under Consideration.

Respectfully Submitted,
Gary Martin
Land Agent

OVEDXOR SUBMITTAL:
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